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Vol. 25, No. 1 (January, 1998) 
DEMOTECH’S FINANCIAL RATINGS—SHOULD 
THEY BE RELIED UPON? 

Discusses the procedures followed by Demotech, 
Inc., a firm that assigns ratings to property-liability 
insurance companies, describes how a Demotech 
rating was used by one Florida-domiciled insurer, 
mentions the federal agencies that have endorsed 
Demotech’s ratings, and expresses the opinion that 
Demotech’s ratings should not be relied upon by 


consumers, agents, federal agencies, and other 


users of financial ratings 


SUN LIFE OF CANADA'S U.S. BRANCH AND ITS 
RISK-BASED CAPITAL RATIO 
Shows excerpts from a letter we received from an 
official of Sun Life Assurance Company of Canada 
relating to the article on risk-based capital in our 
August 1997 issue, and includes our discussion of 
the letter 


SELECTED RECENT RATING ACTIONS 
Lists recent rating actions taken by Standard & 
Poor’s, Moody’s, Duff & Phelps, and Weiss 


Vol. 25, No. 2 (February, 1998) 
ROYAL MACCABEES’ ANTI-POLICYOWNER 
INTERPRETATION OF THE REINSTATEMENT 
CLAUSE IN DISABILITY INSURANCE 
Describes the reaction to an article in our Novem- 
ber 1997 issue about administrative actions taken 
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by Royal Maccabees Life Insurance Company re 
lating to the reinstatement clause in the company’s 
existing disability policies, discusses some further 
restrictions imposed by the company that were not 
discussed in the previous article, and expresses the 
opinion that the company is using an expansive, 
creative, anti-policyowner interpretation of the re 
instatement clause in its efforts to minimize losses 
in its now-discontinued line of noncancellable 
guaranteed renewable disability insurance business 


MORE ON GENERAL ELECTRIC CAPITAL 
ASSURANCE’S PROMOTION OF LONG TERM 
CARE INSURANCE 
Reports that General Electric Capital Assurance 
Company eliminated the element of deception in 
the company’s long term care insurance promo 
tional letter discussed in our May 1997 issue 


Vol. 25, No. 3 (March, 1998) 


A CHALLENGE TO PRUDENTIAL 

Describes the letter we wrote to The Prudential In 
surance Company of America after a company 
press release, discusses the company’s responses to 
the three questions raised in the letter concerning 
the measurement of the yearly price of the protec 
tion component of a life insurance policy, the 
yearly rate of return on the savings component, and 
the cost of paying premiums quarterly, and men- 
tions the challenge we issued to the company fol 
lowing the correspondence 
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NOTIFICATION OF EXPIRING CONTRACTUAL 
RIGHTS—AN IMPORTANT ELEMENT OF 
RIGOROUS DISCLOSURE TO INSURANCE 
POLICYOWNERS 
Presents four examples of significant contractual 
rights that expire many years after the purchase of 
insurance coverage—the purchase options in guar- 
anteed insurability riders, the conversion privilege 
in individual term life insurance, the conversion 
privilege in employer-employee group life insur- 
ance, and the conversion privilege in association 
group life insurance—and expresses the opinion 
that companies should be required to promise in 
their policies that they will provide policyowners 
with timely notification of expiring rights 


SOME WORDS OF EDMUND HALLEY 

FROM 1693 
Discusses a mortality table developed more than 
300 years ago by Edmund Halley, the famous En- 
glish astronomer 


SELECTED RECENT RATING ACTIONS 
Lists recent rating actions taken by Standard & 
Poor’s, Moody’s, Duff & Phelps, and Weiss 


FROM THE MAILBAG 
Comments by Yi-Cheng Chang and Robert D. May 


OUR DETAILED 1996-1997 INDEX 
Mentions the availability of a detailed 32-page 
index covering the 312 pages of The Insurance 
Forum from January 1996 through December 1997 


Vol. 25, No. 4 (April, 1998) 


OBSERVATIONS ON THE GOVERNANCE OF 
MUTUAL INSURANCE COMPANIES 
Describes the election procedures at Massachusetts 
Mutual, Metropolitan Life, New York Life, North- 
western Mutual, and Principal Mutual, mentions 
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two examples of alternatives to voting rights, de- 
scribes the characteristics of a genuine election, 
and suggests that the National Association of Insur- 
ance Commissioners develop a model bill relating 
to election procedures in mutual companies 


DEMOCRACY AT ALLIED MUTUAL— 

A CASE STUDY IN THE LACK OF 

DISCLOSURE TO VOTERS 
Discusses the effort by David Schiff to win an in- 
dependent seat on the board of directors of Allied 
Mutual, an lowa-domiciled property-liability in- 
surer, describes Allied’s election procedures in 
which the names of board candidates are not dis- 
closed to voters, discusses the order issued by the 
lowa commissioner in an effort to introduce fair- 
ness into the procedures, describes how a state 
court stayed the order, and suggests that the com- 
missioner should develop rules governing election 
procedures in lowa-domiciled mutual companies 


PRINCIPAL MUTUAL AND THE NEW YORK 
INSURANCE DEPARTMENT 
Describes the objections of the New York insur- 
ance department to the plan of lowa-domiciled 
Principal Mutual to reorganize by creating a mutual 
holding company, discusses the public hearing be- 
fore the lowa commissioner, and includes excerpts 


from testimony by a Principal agent 


PROVIDENT MUTUAL AND THE 

PENNSYLVANIA INSURANCE DEPARTMENT 
Discusses the announcement by Pennsylvania- 
domiciled Provident Mutual to reorganize by creat- 
ing a mutual holding company, and includes the 
statement I submitted to the Pennsylvania insur- 
ance department in opposition to the plan 


Vol. 25, No. 5 (May, 1998) 


DEMOCRACY AT PROVIDENT MUTUAL— 

A CASE STUDY IN THE SUPPRESSION OF 

COMMUNICATION AMONG POLICYOWNERS 
Describes, in a follow-up to our April 1998 article 
about the plan of Pennsylvania-domiciled Provi- 
dent Mutual to reorganize by creating a mutual 
holding company, my unsuccessful efforts to com- 
municate with my fellow Provident policyowners 
concerning the plan, discusses Provident’s commu- 
nications to its policyowners, describes my corre- 
spondence with the Pennsylvania insurance depart- 
ment, discusses the department’s public comment 
file, describes my correspondence with the com- 
pany, suggests that companies and insurance regu- 
lators actively suppress communication among pol- 
icyowners, and includes excerpts from comments 
of other policyowners 
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COVENANT LIFE AND PROVIDENT MUTUAL lowed, and includes excerpts from discussions of 
Mentions the litigation surrounding the 1994 the mutual holding company concept in letters sub- 
merger of Provident Mutual and Covenant Life mitted to the Internal Revenue Service by tax attor- 
(formerly the Presbyterian Ministers’ Fund), and neys representing mutual companies 
discusses the efforts of the plaintiffs to block Provi- 
dent’s reorganization plan until the merger litiga- THE GRANNIS COMMITTEE REPORT 
tion is resolved Mentions the availability of a report prepared by 
the New York State Assembly Insurance Commit 
tee on the proposed mutual holding company legis 
lation in New York 


WHY WE NEED MUTUAL LIFE INSURERS 
(BY JAMES H. HUNT) 
Mentions that James H. Hunt, FSA, testified at an 
October 1997 public hearing before the New York 
State Assembly Insurance Committee concerning a Vol. 25, No. 7 (July, 1998) 
mutual holding company bill, and includes an THE IOWA COMMISSIONER’S ANTI- 
adapted version of his statement explaining Ww hy he POLICYOWNER DECISION ON PRINCIPAL 
is concerned about the disappearance of mutual in- MUTUAL'S REORGANIZATION PLAN 
SESaRCe COMpamcs Discusses, in a follow-up to an article in our April 
1998 issue, the plan of lowa-domiciled Principal 


AN INCOME TAX SETBACK FOR THE MUTUAL Mutual to reorganize by creating a mutual holding 


HOLDING COMPANY CONCEPT 

Mentions a November 1997 private letter ruling is- 
sued by the Internal Revenue Service to Pacific 
Mutual relating to the company’s plan to reorganize 
by creating a mutual holding company, and dis- 
cusses a portion of the ruling that says the company 
after the reorganization will continue to be treated 
as a mutual company for purposes of Section 809 
of the Internal Revenue Code 


company, describes the lowa commissioner’s con 

ditional approval of the plan, mentions the commis 
sioner’s rejection of the Goldman, Sachs fairness 
opinion, includes Goldman's response, discusses 
the commissioner's acceptance of the company’s 
description of a “plan” for assuring that excess ac 

cumulations in the mutual holding company will 
inure to the exclusive benefit of the policyowners, 
and suggests the conditional approval of the plan is 
merely the latest example of the unwillingness or 
inability of state insurance regulators to challenge 


SELECTED RECENT RATING ACTIONS 
Lists recent rating actions taken by Standard & 


; . - _ insurance companies that take actions contrary to 
Poor’s, Moody’s, Duff & Phelps, and Weiss 


the interests of policyowners 


Vol. 25, No. 6 (June, 1998) MONARCH LIFE TIGHTENS THE RULES FOR 

. . ‘ : ; — TS DISA ATY POLICYOWNERS 
THE APPARENT COVER-UP AT PROVIDENT es 

: Discusses an April 1998 bulletin to the field force 
MUTUAL a. son 
of Monarch Life announcing changes in the admin 
istration of the company’s existing block of disabil 
ity policies, describes how the company tightened 


Discusses the plan of Pennsylvania-domiciled 
Provident Mutual to reorganize by creating a mu- 
tual holding company, describes an apparent cover- 
up that prevented important aspects of the plan 
from being discussed at the Pennsylvania depart- 
ment’s April 1998 “public informational hearing” 
on the plan, describes the company’s receipt of a re ee eae en a 
“no-action letter” from the staff of the Securities THE GIF 1 rO THE lOWA SEPT PLETS FROM 
and Exchange Commission, mentions the New EMPLOY ERS MODERN LIFE 

York insurance department’s concerns about the Discusses the life insurance gift made by Employ 
plan, mentions the company’s request for a private ers Modern Life to the Mc aughey septuplets and 
letter ruling from the Internal Revenue Service, their family, and raises questions about the com- 
identifies some of the companies contributing to pany’s public announcement of the gift 

the “Mutual Life Insurance Company Tax Commit- 

tee,” discusses the report by Tillinghast to the de- SELECTED RECENT RATING ACTIONS 

partment, discusses some evidence showing a sharp Lists recent rating actions taken by Standard & 
decline in the company’s 1998 dividend scale com- Poor’s, Moody’s, Duff & Phelps, and Weiss 

pared to the 1997 scale, raises some questions 

about the closed block, suggests that a genuine FROM THE MAILBAG 

hearing is the only way the department can repair Comments by Michael A. Garoutte and a reader 
the farcical approval process that has been fol- whose name was withheld by request 


the rules on reinstatements, and suggests that im- 
portant disclosures are not made to the buyers of 
disability policies 
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Vol. 25, No. 8 (August, 1998) 


USAA’S UNSUCCESSFUL EFFORT TO AVOID 

DISCLOSURE OF THE COMPENSATION OF ITS 

EXECUTIVES 
Describes the effort by Texas-domiciled United 
Services Automobile Association and its affiliates 
to avoid the disclosure, required by Nebraska law 
and enforced by the Nebraska department of insur- 
ance, of the compensation paid to executives of the 
company, and indicates that the department re- 
jected the effort 


EXECUTIVES’ COMPENSATION IN 1997 
Shows 1997 compensation of persons who received 
$500,000 or more from insurance companies 


RISK-BASED CAPITAL DATA FOR 1997 
Explains risk-based capital data, and presents 1997 
and other recent years’ data for life-health and 
property-liability insurance companies 


A QUESTION ABOUT LIFE ANNUITIES 
Mentions that a life annuity provides protection 
against living too long, and raises a question about 
how the price of the protection should be measured 


MOODY’S REPORT ON MUTUAL COMPANIES 
Mentions the availability of a report prepared by 
Moody’s Investors Service on demutualization, 
mutual holding companies, the effects of conver- 
sion on credit strengths, and the question of 
whether the mutual form of insurance organization 
is antiquated 


Vol. 25, No. 9 (September, 1998) 
LIFE INSURANCE AND THE HOLOCAUST 


Describes, in a 20-page special Holocaust issue, the 
problems faced by survivors of the Holocaust and 
their families, who have been unsuccessful in ob- 
taining the proceeds of life insurance policies sold 
in Europe prior to and during the Holocaust, in- 
cludes excerpts from the statements of ten 
claimants who testified at public hearings on the 
matter, includes excerpts from the statements of 
four European insurance companies who testified 
at the hearings, and presents some suggestions on 
what should be done 


Vol. 25, No. 10 (October, 1998) 
THE FINANCIAL STRENGTH OF LIFE-HEALTH 
INSURANCE COMPANIES 
Provides, in a 32-page special ratings issue, a list 
showing all financial ratings assigned to life-health 
insurance companies as of August 25, 1998 by 
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Standard & Poor’s, Moody’s, Duff & Phelps, and 
Weiss, includes lists of companies suggested for 
conservative consumers, provides a watch list of 
life-health companies, explains how consumers 
may use the lists, and includes in appendixes the 
rating firms’ descriptions of their rating categories, 
their rating distributions, and selected rating ac- 
tions that occurred during the past year 


Vol. 25, No. 11 (November, 1998) 


MEASURING THE PRICE OF THE PROTECTION 
IN LIFE ANNUITIES 
Presents, in a follow-up to an article in our August 
1998 issue, a suggested method by which to mea- 
sure the price of the protection in life annuities, and 
indicates that the figures are sensitive to the as- 
sumptions made about interest and survival rates 


FROM THE MAILBAG 
Comments by Jeffrey E. Prag, Rose S. Fell, 
Thomas Weiss, M.D., Byron Crosse, Millard 
Grauer, Paul S. Frommer, and E. J. Moorhead 


MORE ON EDMUND HALLEY’S 1693 
MORTALITY TABLE 
Responds, in a follow-up to an article in our March 
1998 issue, to the comments received by a reader 
about one aspect of Halley’s mortality table 


SURPLUS NOTE USAGE BY INSURANCE 
COMPANIES 
Lists the amounts of surplus notes outstanding in 
life-health and property-liability insurance compa- 
nies at the end of 1997 and 1996, and shows the ef- 
fect of surplus notes on the risk-based capital ratios 
of the companies issuing the surplus notes 


Vol. 25, No. 12 (December, 1998) 


FRACTIONAL PREMIUM CHARGES IN THE 

LIFE INSURANCE BUSINESS 
Discusses, in a 12-page special issue on fractional 
premiums, the need for disclosure of the cost of 
paying premiums other than annually, suggests that 
the disclosure should be made in terms of interest 
rates, draws an analogy to the type of disclosure re- 
quired under the federal truth in lending law, de- 
scribes the deception problem that is analogous to 
the deception problem inherent in installment 
loans, presents the results of a survey of fractional 
premium charges in 104 life-health insurance com- 
panies, discusses the arguments against disclosure, 
and includes excerpts from a 1967 Congressional 
report and hearing on truth in lending 
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